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THE AMERICAN MANAGEMENT ASSOCIATION 


The American Management Association is composed of industrial and 
commercial companies and executives interested in modern management. 


The AMA makes no profit, does no lobbying, and advances no propaganda. 


Its interests are solely the solution of current business problems. 


Organization and Operation 


The AMA serves its members through six divisions: Office Management, 
Insurance, Personnel, Finance, Marketing, and Production. Each of these 
divisions is headed and directed by a man drafted from industry. 


Conferences 


Each of the six AMA divisions holds at least one annual conference, 
where problems of timely importance in its field are discussed. Printed 
conference proceedings go to members of the divisions concerned. 


Information and Research 


The AMA Information and Research Department places at the command 
of every member company a trained research staff on management prob- 
lems. In addition, the AMA maintains a modern, up-to-date library of 
management books and business publications. 


AMA Periodieals 


THE MANAGEMENT Review (monthly) contains digests of articles on man- 
agement appearing in over 400 publications, and brief reviews of current 
business books. It enables a busy man to survey all current topics of 
interest to him in less than 30 minutes. PERSONNEL (quarterly) publishes 
articles on employee selection, training, compensation, and the like. 
Business ConDITIONS AND Forecasts (monthly) gives a summarized 
analysis of the statements of seven of the foremost business services. 


Editor — James O. Rice, 330 West 42nd Street, New York, New York 


THE MANAGEMENT Review is published monthly by the American Management 
Association at 330 West 42nd Street, New York, N. Y., at fifty cents per copy or five 
dollars per year. Vol. XXVII, No. 8, August, 1938. Entered as second-class matter 
March 26, 1925, at the Post Office at New York, N. Y., under the Act of March 3, 1879. 


The object of the publications of the American Management Association is to 
ies before the members ideas which it is hoped may prove interesting and in- 
ormative, but the Association does not stand sponsor for views expressed by 
authors in articles issued in or as its publications. 
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TEPHEN LEACOCK, who devotes much 

of his energy to pulling the stuffing out 
of stuffed shirts and to putting life into 
stuffy subjects, has written an essay on the 
world situation which we are glad to ab- 
stract on page 257 (All Is Not Lost! The 
Sun Still Shines!) Mr. Leacock protests 
that Hitler’s hay fever should not cause us 
sleepless nights, and that the latest ultima- 
tum from the Lats to the Slats should not 
be the incubus of summer night dreams. 
Our trouble, declares Mr. Leacock, is that 
we are suffering from a collective gloom 
that feeds on the falling franc, the rising 
Yangtze, sit-downers, hold-outers, the Loy- 
alist advance, the Chinese retreat, and the 
Sudeten Germans. 

In this indulgent vacation month of Au- 
gust we do not even mind mixing our meta- 
phors to say that Mr. Leacock’s message 
comes like a refreshing spring zephyr into 
an over-serious world. If we must be seri- 
ous, let’s worry about our golf, our fishing, 
or the Japanese beetles in our petunias. 


T the latest meeting of the National 

Office Management Association, Dr. C. 
C. Birchard delivered a paper on the effect 
of food on the worker, which is reported 
in an abstract on page 270 (Diet and Phy- 
sical Efficiency). Dr. Birchard makes the 
five-meals-a-day idea look more practical 
and reasonable than ever in pointing out 
that an individual can work with efficiency 
for only three hours after each meal. After 
that the worker suffers from lassitude and 
muscular tiredness. Five light meals give 
seven hours of muscular efficiency out of 
the eight hours a man works. 


PECULATION has been rife in recent 

months as to how the unions were weath- 
ering the recession. Forbes reports on page 
266 (What Depression Has Done to Union- 
ism) that some of the unions have been 
having a rough time of it, with dues intake 
reduced to a trickle and workers now on 
part-time gone sour on the organizations 
that could not protect their jobs. Forbes 
estimates that one million men who once 
carried union cards have ceased paying dues. 
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Current Comment. 


WHERE IS THE LABOR ACT LEADING US? 


Eustis the summer and fall of 
1938 an intensive search for a proper definition of collective bar- 
gaining “rights” is forecast for certain interested groups, not the 
least of which comprises the business management community. 
Quite naturally, this involves a study of National Labor Rela- 
tions Board procedure and the Board’s definition of proper 
procedures. 

Roughly, all “NLRB rules” can be divided into two classifi- 
cations: (1) those which have such majority acceptance, backed 
by Supreme Court approval, as to set them indelibly in the fabric 
of our modern labor relations law; and (2) those which are 
rather vaguely defined in certain NLRB decisions but which have 
not gained either public acceptance or Supreme Court validation. 
It is our duty and privilege to examine, prior to the inevitable 
Congressional uproar of next year, these hazy rules which may, 
or may not, become a permanent part of the Federal labor law. 

It is possible today to find a fair amount of agreement, 
among business men, politicians, labor leaders, and neutral citi- 
zens of many classes, on one point: The National Labor Relations 
Act is not all that it might be. Opinions differ on proper steps to 
correct the Act’s shortcomings, but without quarreling over de- 
tails it is possible to set down the following points with assurance: 

(1) The Act’s purposes, poorly stated in its preamble, are 
widely misunderstood. An arm of government with the sole 
power of protecting and effectuating labor’s right to organize and 
bargain collectively, the Board is erroneously regarded as an im- 
partial investigatory agency, a court, an arbitration and media- 
tion device. 

(2) There is wide demand for definition of what labor 
cannot da, as well as what it can do; there is a corresponding 
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demand for an accurate statement in the law of what the em- 
ployer can do in addition to what he cannot do. In other words, 
the average neutral observer feels that the list of “thou shalt 
nots” is directed wholly at one class—the employers—and that in 
all justice the restrictions on labor should be clearly set forth. 


(3) The Board itself, operating under very loose restric- 
tions, is constructing a record which, if not scrutinized very 
closely and evaluated correctly, may set precedents difficult to 
overcome. Some of these precedents conflict sharply with the av- 
erage conception of civil rights. Others lessen the neutral citizen’s 
confidence in judicial integrity, even if he is wrong in assuming 
that the National Labor Relations Board is an voip trent court 
and a middle-road arbitration agency. 


Interested parties, who hope to be adequately informed 
about such matters, are inclined in the usual day-to-day course of 
affairs to join one side or the other. Thus we find that some 
citizens line up as being violently opposed to the labor act and 
call for its complete destruction; numerous others vehemently 
reject any thought or suggestion of change. Yet a showdown in 
Congress undoubtedly is on the way. At this time, even before 
the big guns begin to roar, it is possible to evaluate the relative 
effectiveness of anti- NLRB arguments: 


(1) Better definition of the rights of all parties, including 
employers and civic agencies, to free speech and free expression 
of opinion on controversial subjects is badly needed. It is diffi- 
cult to say, on the basis of National Labor Relations Board deci- 
sions, where honest opinion ends and coercion begins. Some in- 
dustrial relations managers, called in to advise subordinates 
about their best course of action in a labor dispute, are beginning 
to think that—if they feel the union is bluffing—they had better 
keep still. 


(2) There is danger that the custom of employing workers 
freely on the basis of merit and availability is being destroyed by 
some of the National Labor Relations Board decisions. The same 
danger is observed in the demands of some unions, which estab- 
lish each worker in his present position; industry, recovering 
from depression, is forbidden to employ any but former workers 
unless entirely new jobs are created by expansion—and new peo- 
ple, even though they may be better workers, cannot be taken on 
until such time as all laid-off employees have been rehired. 
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(3) The conduct of National Labor Relations Board hear- 
ings is open to criticism by those who expect that recognized 
rules of court procedure will be followed. Hearsay evidence is 
sometimes acceptable from one side—but not from the other. Per- 
_. jury is no threat to witnesses, as it is in ordinary judicial pro- 

cedure, and a great deal of testimony is taken which, to the im- 
partial observer, seems very fanciful and not substantiated in fact. 


(4) The halting pace of many important National Labor 
Relations Board cases is itself a menace to good industrial rela- 
tions. It is evident that the unions, and often the employers and 
their attorneys, are sometimes guilty of “stalling” to produce a 
never-ending hearing. This slothfulness is difficult to treat, be- 
cause a “full and fair hearing” must be given all parties. Yet the 
blocking of progress in some of our most important cases merits 
the outright and vigorous protest of all fair-minded citizens. 


Industry and the public are slowly beginning to understand 
the better-defined new rules of industrial relations, and few can 
be found today who will quarrel with the assertion that labor has 
a right to bargain collectively. During the past three years, how- 
ever, there has arisen a growing conviction in the minds of many 
citizens that proper safeguards are needed to prevent excesses 
under the law. It is the opinion of many competent observers 
that the next Congress must produce badly-needed legislation to 
preserve equality of bargaining rights. 

Only a minority of voters, probably, would agree to outright 
repeal of the Wagner Act. A good-sized majority of all citizens, 
on the other hand, would support a program for honest and 
equitable solution of the aforementioned problems through rea- 
sonable amendment or supplementary legislation. It is in that 
direction that the hopes for good industrial relations can 
realized. 

RALPH A. LIND, 


Labor Relations Consultant, 

Stevenson, Jordan & Harrison; 

Former Regional Director of the National 
Labor Relations Board, Cleveland. 
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THE MANAGEMENT INDEX* 
Abstracts and News Items 


All Is Not Lost! The Sun 
Still Shines! 


I was just starting out trout fishing 
one day last week when I saw a head- 
line in an afternoon paper that war in 
Europe was just about a certainty— 
anything within 24 to 26 hours. The 
Lats had sent what was practically an 
ultimatum—the nearest they could 
write to one—to the Slats, and there 
was no likelihood that a high-minded 
people like the Slats would swallow it. 
As I say, I think it was the Lats and 
the Slats, but it may have been the 
Checks and the Shorts—at any rate, 
some of those high-chested people that 
fill the center of Europe, who used to 
be content before the Great War to 
play the hand-organ and make toy 
clocks but who now hold the center of 
the stage. 

Of course, on top of news like that, 
I couldn’t fish. A lump rose in my 
throat at the thought that unless the 
Slats—a high-minded people—would 
back down, it meant war, and every- 
body knows that war means “world 
chaos” and that “world chaos” means 
the end of trout fishing. What chance 
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would a trout have in that? (It was too 
late to go fishing when I got the news 
in the evening paper that the Lat-Slat 
crisis was over.) 

All of which serves to point out that 
the world is currently suffering from 
a kind of collective gloom, a mass 
apprehensiveness. Every day we shud- 
der at the fleeting shadow of a new 
“crisis.” We read of agony in Spain, 
crash of the franc, Mussolini, Hitler, 
bombs, cruelty and the fall of free- 
dom. Here in America, wheat falls 10 
cents, spelling national ruin; we listen 
in trepidation to an anvil chorus of 
sit-down strikers and stand-up agita- 
tors, money sterilized, credit paralyzed, 
confidence pulverized, and 10,000,000 
unemployed sitting in a row eating 
sandwiches, with no proper psycholog- 
ical conception of the value of their 
leisure. Daily from Washington come 
explosions as sudden and arresting as 
the sound of a lamb chop blown up in 
a lunchwagon. 

Nonsense—these are illusions! The 
actuality has all the beauty of sum- 
mertime, with leaves on the trees, trout 
in the streams, and shimmering lakes 
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dotted with canoes; with every golf 
course an artistic dream, a vast lawn 
of green, gay with bright costumes; 
with every street. packed with the glis- 


tening cars of people crowding into — 


the magic world of movies. And in 
Europe, here are the real things—the 
French news, for instance: bathing en- 
sembles at Deauville simply scanda- 
lous ...standing room only at Folies 
Bergere. . . Daladier opens pup show. .. 
champagne vintage best in 20 years. 

All about us a beckoning world— 
ample as never before in its abun- 
dance; a little out of gear, just for a 
spell, but only because, collectively 
speaking, we are like the sudden heirs 
of a rich estate quarreling over their 
inheritance. With the good will to- 
ward men, that we all feel and none 
dares act upon, let us cast from the 
gateway the evil spirits of fear, appre- 
hension and distrust which keep us 
from our kingdom. By Stephen Lea- 
cock. The New York Times Magazine, 
August 7, 1938, p. 1:3. 


The Outlook for Business 


Undoubtedly the dominant question 
in the minds of business men as they 
enter the second half of 1938 is the 
significance of the moderate business 
revival and the more pronounced up- 
turn in security prices since the begin- 
ning of June. At one extreme is the 
view that recovery is definitely under 
way and may be expected to continue; 
at the other is the belief that nothing 
has yet occurred to restore confidence 
on the part of business men and in- 
vestors, without which any revival in 


the capital goods industries, and hence 
any genuine business recovery, is im- 
possible. Perhaps the balance of prob. 
abilities is the golden mean between 
these two extremes. 

The more favorable interpretation 
rests mainly upon the cyclical theory 
of business fluctuations—the belief 
that a period of depression generates 
powerful forces tending to produce re- 
covery. Applying this view to the pres- 
ent situation, one notes that the coun- 
try has passed through the most severe 
and prolonged economic depression in 
its history and that the progress of re- 
covery was by no means complete 
when it was interrupted by the reces- 
sion of the last 12 months. According 
to this line of reasoning, such a long 
period of subnormal activity must have 
depleted inventories, created shortages, 
reduced capitalizations, shaken out 
weak financial structures and inefh- 
cient plants, lowered indebtedness, and 
otherwise paved the way for a substan- 
tial advance. 

Unfortunately, the list of adverse 
influences is perhaps equally impos- 
ing. The actual rise in the general 
level of business activity thus far has 
been slight. Real recovery will require 
an active and continuous process of 
capital investment in industrial expan- 
sion—and conditions which have been 
held responsible for preventing such 
investment apparently remain unal- 
tered. Labor uncertainties are still 
present; the nation’s tax load is heavy, 
and the relief burden tremendous; and 
the situation abroad still holds the 
seeds of war. However, these adverse 
factors, for the most part, are not new, 
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and they did not prevent a substantial 
measure of recovery from being 
achieved in 1933-37. 

The crucial question is the outlook 
for business profits. If the existing 
situation allows productive enterprise 
to earn and retain a sufficient reward 
to compensate it for the risks that must 
be taken and the efforts that must be 
put forth, and if no further obstacles 
are placed in its way, full recovery 
is possible. But a necessary condition 
for obtaining this result is the bal- 
ancing of the Federal budget; if this 
is not accomplished, crushing taxation 
or currency readjustment will bring 
disaster. The Guaranty Survey, July 
25, 1938, p. 1:3. 


The Place of Management 
Counsel in Business 


Unheralded, almost unnoticed, pro- 
fessional management counsel has be- 
come an important institution in our 
business world. The extensive use 
and far-reaching effects of this new 
profession force the thoughtful execu- 
tive to a careful consideration of its 
usefulness to him. 

Consultants may be classified on 
various bases. Some restrict them- 
selves to a particular type of manage- 
ment function, such as production, sales 
and finance; others specialize on one 
industry or one type of institution; 
still others concentrate on a particular 
type of consulting service. Consulting 
organizations range in size from large 
clinics to one-man, part-time operators. 
The prospective client should remem- 
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ber that the danger of uneven quality 
of personnel, incompetent subordi- 
nates, and inadequate supervision in- 
creases as the consulting firm grows 
in size; further, in firms which claim 
competence to deal with almost all 
management problems there is an in- 
herent possibility of charlatanism. On 
the other hand, consulting firms which 
are too small may not possess the re- 
quired degree of competence unless 
services are vigorously restricted to a 
narrow specialty. 

To maximize the success of a con- 
sulting engagement it is important to 
ascertain that the enterprise is of a 
type likely to benefit from such ser- 
vices and that the management prob- 
lem is suitable for professional coun- 
scl. In general, best opportunities for 
contributions by consultants appear to 
lie in medium-sized and small com- 
panies; there are some grounds for 
believing that the employment of man- 
agement counsel in large concerns 
should be restricted to specialized 
studies. Problems having high func- 
tional similarity, requiring specialized 
knowledge, occurring infrequently, 
necessitating independent verification, 
requiring outside arbitration, or in- 
volving damaging personal relation- 
ships appear especially suited for ex- 
pert counsel. 

No apparent correlation exists be- 
tween the caliber of a company’s man- 
agement and its use of consultants. 
Companies with progressive manage- 
ment are frequently more alert to the 
potential contributions of business con- 
sultants than poorly administered con- 
cerns which need such counsel more. 


ce re- 
pres- 

coun- | 
severe 

ion in 
of re- | 
nplete 
reces- 

ording 
a long 

it have 
rtages, | 
n out 

inefh- 
ss, and 

ibstan- 
idverse 

impos- 
yeneral 

far has | 
require 
cess of 

expan- 
re been 7 
g such | 
unal- 
re still 

heavy, 
us; and 

lds the 
adverse 

ot new, 
Review 


Hiring a consultant is often a basic 
policy decision particularly charged 
with emotion. Executives should be 
aware of the emotional and tempera- 
mental factors which are exploited by 
some consultants, and fortify them- 
selves against these blandishments. A 
thorough investigation of training, ex- 
perience, and success with former 
clients should always precede the em- 
ployment of management counsel. The 
attributes of a capable consultant in- 
clude: (1) an analytical approach to 
business problems, (2) an objective 
viewpoint, (3) a background of varied 
experience, (4) independence, (5) im- 
partiality, (6) prestige, and (7) will- 
ingness to assume disagreeable respon- 
sibilities. Some management engineer- 
ing firms rely upon the camouflage of 
a pompous title and an esoteric jargon 
to hide the inadequacy of their per- 
sonnel. 

In making arrangements with a con- 
sultant it is important to define care- 
fully the scope of the engagement and 
reach a clear understanding of the sta- 
tus of the consultant, his relations with 
the client’s organization, and the func- 
tions and responsibilities of both 
parties. A suitable basis for remunera- 
tion should be arranged. For most 
types of work per diem rates with an 
agreed maximum total seem most sat- 
isfactory. For follow-up engagements 
retainer fees seem particularly suit- 
able. Fees contingent upon “success” 
are likely to involve disagreement or 
at best uncertainty regarding their 
amount. 

The major contributions of the man- 


agement engineer are diagnosis of the 
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causes of a company’s difficulties and 
recommendations of remedies for 
them. Underlying the obvious service 
of diagnosis and correction of defects 
is the basic contribution of practical, 
creative business research—perhaps 
the very essence of the consultant’s 
raison detre. By Joel Dean. Harvard 
Business Review, Summer, 1938, p. 
451:15. 


Wages and Unemployment 


In the sharp 1920-21 depression the 
acceptance by labor of wage reductions 
was a major factor in starting the 
wheels of industry. It should be an 
important factor in the present situa- 
tion and should go a long way toward 
solving our unemployment problem. 
But today, labor leaders, and _ poli- 
ticians who want to cajole the labor 
vote, are not only putting the cart be- 
fore the horse but are trying to put 
one of the horses in the cart and make 
the other one carry him along. They 
have apparently turned their minds 
away from any thought of equal part- 
nership between capital and labor to 
pull the business vehicle ahead. 

Figures of the United States Depart- 
ment of Commerce show that the in- 
come of workers in manufacturing, 
mining and construction—three of the 
most completely organized trades—in- 
creased 20 per cent between August, 
1936, and August, 1937. These three 
industries employ about one-third of 
our working population. The gain in 
income of the other two-thirds, in this 
same period, was only 3 per cent. The 
rapid increase in pay in manufactur- 
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ing, mining and construction naturally 
resulted in advancing prices for the 
products of these trades. As a result 
the purchasing power of the other 
two-thirds and of our entire farm 
population was automatically reduced. 
This brought about the economic dis- 
location in the exchange of goods and 
services which has caused increased 
unemployment. 

Wage reductions of 25 per cent in 
1920-21 were reflected within less than 
a year and a half in a 40 per cent 
decline in prices of finished products. 
In the present recession the decline 
thus far has been less than 8 per cent. 
A further decline seems necessary be- 
fore there can be sustained recovery 
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Microfilm Saves Space and Money 


Though the art of high-speed mi- 
crofilming is little more than 10 years 
old, thousands of business organiza- 
tions, banks, libraries and Govern- 
ment bureaus are discovering a mul- 
titude of ways in which microfilming 
will expedite work and save money. 

Briefly, microfilming consists in 
photographing records, checks, letters, 
books, drawings and documents on 
100-ft. strips of 16- or 35-mm. movie 
films. Though the negative film shows 
blacks and whites in reverse, it is as 
legible as a positive when inserted in 
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and increased employment. To effect 
that, the recent downtrend of wages 
will undoubtedly have to go further. 

The “poor” and “underprivileged” 
laboring class for whom politicians 
play on our heartstrings are not poor 
unless they are out of work. Millions 
of them are out of work because of 
the actions of our politicians and be- 
cause of the “extortionate demands and 
unfair practices,” as Federal Judge 
Knox recently described them, of a 
large part of one-third of those who 
are working. It would seem but sound 
statesmanship on the part of labor 
leaders and politicians to recognize 
this. By John K. Barnes. The Finan- 
cial World, August 10, 1938, p. 14:2. 


a desk projector or when examined 
with a magnifying glass in routine ref- 
erence fashion. Cartons for 100-ft. 
reels measure 4 x 4x 1 in. In that 
small space can be filed 4812 micro- 
films of 3 x 5-in. cards or 2352. mi- 
crofilms of standard 84 x 11-in. letters. 
The permanency of microfilms is at- 
tested by the Bureau of Standards, 
which holds that cellulose acetate film 
will last as long as good rag paper. 
Cost of the 16-mm. film is $5.50 per 
200 ft. (two 100-ft. reels) including 
development; 35-mm. film, used on 
larger work, costs $7 per reel. One 
company estimates that the expense of 


{ 

and 
for 
Tvice 
fects 
tical, 
haps 
tant’s 
rvard 
B, p. 
n the 
tions 
the 
an : 
situa- 
blem. 
poli- = 
labor 
the | 
put 
make 
They | : 
minds 
part- 
or to 
epart- 
he in- 
uring, 
of the 
s—in- 
three 
rd of 
ain in | 
n this 
‘actur- 


maintaining a six-drawer vertical file 
housing 12,000 5 x 8-in. cards is about 
$10 per year. 
_ Department stores now make up 
monthly charge account statements on 
a single ledger sheet with no carbons; 
this sheet becomes the statement when 
mailed to the customer, and the stores’ 
only record is a microfilm thereof. 
Detroit Edison puts all its engineering 
drawings on film, one 33 x 44 in. 
sheet occupying one frame of film. 
Great libraries the world over are 
making available the contents of their 
most precious volumes on prim 35-mm. 
strips of cellulose acetate. Down in 
Washington 36,000,000 6 x 4 in. file 
cards in the Census Bureau have been 
reduced to tiny sequential photographs 
which will henceforth occupy less than 
1 per cent of their former filing space. 
One microfilming machine adjusts 
automatically the amount of film re- 
quired for making records of varied 
sizes. If necessary, file cards can fol- 
low letters, and letters follow cards, 
with each using just the correct 
amount of film. Equally striking is 
the fact that it requires less time to lo- 
cate a record in a properly assembled 
reel of microfilms than it does to 
thumb through a file cabinet. Busi- 
ness Week, July 2, 1938, p. 22:2. 


‘Sorting Simplifies Invoice Filing 


It has been reported that the General 
Tire and Rubber Company has reduced 
its invoice filing cost more than 50 per 
cent by adopting an accumulative fil- 
ing system. 

- This company handles about 35,000 
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invoices a month, which are sorted 
daily and accumulated to fine alpha- 
betical and name sequence. Formerly 
two clerks were occupied full time on 
this filing operation. Now, with the 
new accumulative method, one girl 
handles the whole operation in less 
than two hours of each working day. 
The bulk filing operation, of course, 
requires a little additional time. 

Formerly, look-ups were quite a 
problem on this filing job. Under the 
new plan, look-up facilities have been 
considerably simplified. For example, 
as has been mentioned, it had required 
full-time work for two girls to get in- 
voices into the files each day. That 
meant that there were no look-up fa- 
cilities for at least an entire day on 
some of the volume. Now all the vol- 
ume is in the sorter within two hours. 
Since invoices usually are released for 
filing in batches, they are available 
for look-up practically as soon as they 
are received for the filing operation. 
American Business, June, 1938, p. 
50:1. 


Comparison of Weekly Salaries 
of Office Employees 


A recent survey of clerical salaries 
paid by 207 New York City employers 
to more than 27,000 employees affords 
some significant comparisons with 
salary levels of a year ago. 

Last year the accountants included 
in the study averaged $52.38 weekly; 
this year the average is $58.39, an in- 
crease of 11.4 per cent. The average 
for auditors in 1937 was $50.28; this 
has increased 1.3 per cent, to $50.98. 
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chine operators): has registered a 
slight increase, from $30.81 to $31.00. 
Typists averaged $22.17 in 1937; the 
figure for this year is $22.46. Sala- 
ries of dictaphone operators have in- 
creased on an average 3.4 per cent, 
from $24.81 to $25.65. Chief and 
supervisory clerks averaged $35.16 
last year; this average has wenrenae 
1.2 per cent, to $35.85. 

A slight decline (.3 per cent) is 
noted in the average salary of machine 
bookkeepers; this figure has decreased 
from $24.88 to $24.80. Other declines 
are as follows: male stenographers 
and secretaries, 1.2 per cent (from 
$35.45 to $35.03) ; female stenograph- 
ers and secretaries, 1.7 per cent (from 


Executive Compensation Policies 
of Small Industrial Companies 


The purpose of this study was pri- 
marily to analyze practices and poli- 
cies of 53 “small” listed corporations 
in paying executive officers. Each of 
the companies embraced by the sur- 
vey had assets of less than $10,000,- 
000 in 1936. 

The average annual dollar payment 
for the highest paid man in the group, 
ordinarily the president, was $32,000 
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The average for bookkeepers (non-ma- 
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$31.08" to $30.54); telephone opera- 
tors, .1 per cent (from $25.24 to 
$25.19) ; office machine operators, 2.1 
per cent (from $25.53 to $24.97) ; and 
file clerks, 1.1 per cent (from $22.06 
to $21.80). The salary average of all 
other office occupations increased from 
$29.17 to $30.18, a rise of 3.5 per cent. 

Wide differentials are shown to ex- 
ist in the salaries of each occupation. 
Thus, accountants’ weekly salaries 
range from $20 to $147.50; salaries 
of machine bookkeepers, from $15 to 
$62; those of male stenographers and 
secretaries, from $12 to $109.61; and 
salaries of office machine operators, 
from $15 to $65.76. Industrial Bu- 
reau, The Merchants’ Association of 
New York, June, 1938. 9 pages. 


in 1929 and $25,000 in 1936. The 
second highest paid man in 1936 re- 
ceived an amount equal to 69 per cent 
of that paid to the highest paid man, 
while the third received 43 per cent as 
much. Payments by individual firms 
to the highest paid man ranged in 
1929 from $12,000 to $158,000, and 
in 1936 from $10,000 to $75,000. 
The median percentage of earnings 
paid to executives in 1936 was 16.1 
per cent, contrasted with 25.5 per cent 
paid during the period 1928-36. This 
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high percentage of earnings converted 
to executive compensation raises the 
question of whether too large a share 
of -earnings for this group is being 
paid executives and whether the re- 
sults secured by management are too 
meager. 

In 1929 apparently about half of 
the small corporations used bonus 
plans; by 1932 this figure had de- 
clined to one-fifth of the total com- 
panies. Bonus-paying and ‘non-bonus- 
paying companies paid about the same 
average formal salaries to presidents 
in 1929 and 1932, bonus payments be- 
ing in addition to the formal salaries 
paid. Bonus payments reached a peak 
for this group of companies in 1929. 

Dividend payment policies of these 
small companies indicate substantially 
higher percentages paid in 1936 than 
in 1929. When the sample is divided 
into relatively profitable and relative- 
ly unprofitable groups of companies, it 
is revealed that over the 1928-36 


period the relatively profitable firms 


paid out in dividends only 69.6 per 
cent of the balance available for divi- 
dends, whereas the less profitable con- 
cerns paid 195.2 per cent. By John 
Calhoun Baker. Harvard Business Re- 
view, Summer, 1938, p. 466:15. 


Industrial Injuries During 1936 


Estimates based on a survey of near- 
ly 24,000 establishments with mote 
than 4} million workets and on data 
from various governmental sources in- 
dicate that during 1936, 16,000 work- 
ers were killed, 66,000 permanently 
injured, and 1,325,000 temporarily 


disabled in the course of their employ. 
ment. For the group of ‘nearly 24,000 
concerns surveyed, there were some 37 
disabling injuries for every million 
employee-hours worked. 

The highest frequency rate, 156.80, 
was experienced by the . construction 
industry, in which about one worker 
in every four had a disabling accident 
during the year. Other industries sur- 
veyed which had high frequency rates 
were logging, sawmills, planing mills, 
fertilizer manufacturing, and brick, 
tile, and terra cotta manufacturing. 
But even in these industries it was 
found that some of the reporting estab- 
lishments had very favorable accident 
records, indicating that accidents could 
be prevented. Monthly Labor: Review, 
July, 1938, p. 18:13. 


How Shall We Pay the General 

Is $20,000 a year too much to pay 
the general manager of a company 
with an annual -volume of approxi- 
mately $1,000,000? This figure was 
the highest reported in a recent sur- 
vey of salaries and duties of general 
managers. 

The lowest figure’ reported was 
$5000; the average was $10,400. For 
firms with an annual volume of $2, 
500,000, the highest salary paid the 
general manager was $50,000; the low- 
est was $7000, and the average $18, 
400. For firms grossing $5,000,000 
yearly, the high was $75,000, the low 
$10,000, and the average $30,000. In 
companies with:an annual volume ap- 


proximating $7,500,000, the high was 
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$100,000; the low $12,500, and ‘the 
average $40,000. In nearly every case 
where details of ‘salary arrangements 
were given, the general manager re- 
ceived a salary plus some kind of 
bonus based on profitable operation of 
the company of which he was in 
charge. 

One of the most interesting points 
developed by this survey was the fact 
that many general managers have been 
employed by their company during all 
their business life. To be exact, 43.75 
per cent of those who answered the 
question were never employed by any 
other concerns; and in addition to this, 
18.75 per cent of those reporting have 
been employed by ‘the: same company 
all their business life except for a 
number of minor jobs engaged in 
while going to school. 

The typical general manager, the 
survey indicates, has held a variety of 
jobs, working up gradually to the gen- 
eral management position. His aver- 
age length of service as general man- 
ager is 10 years .and five months. 
American Business, August; 1938, p. 
12:2. 


Causes of Discrimination Against 
Older Workers 


Discrimination in employment of 
middle-aged workers exists in prac- 
tically all industrial areas of New 
York State, according to the recent re- 
port of the joint legislative committee 
of that state appointed to investigate 
the subject. Among the alleged causes 
for this discrimination are: increased 
accident-compensation and group-in- 


surance rates; the greater susceptibil- 
ity of older ‘workers to occupational 
diseases; increased rates for employ- 
ers under pension plans; speed-up 
in industry; the elimination of mid- 
dle-aged workers by technological 
changes; the belief that younger men 
may be hired more cheaply, “are 
trained more readily, and are mote 
efficient; the public demand for young 
people in certain occupations; the fail- 
ure of employers to train employees 
for middle-aged usefulness; and the 
age limits for appointments to Federal, 
state, and municipal services. Monthly 
Labor Review, May, 1938, p. 113836. 


“We Choose to Stay Small” 

Many small manufacturers fre- 
quently reject money-making princi- 
ples and up-to-the-minute equipment 
with the idea that “It may be all right 
for Ford or General Electric, but it 
wouldn’t be practical in a small out- 
fit like ours.” The record of the R. 
G. Haskins: Company, of Chicago, 
manufacturers of flexible-shaft porta- 
ble tools and a high-speed tapping ma- 
chine, conclusively disproves this 
argument. 

The personnel of this company to- 
day numbers 28 men. The size of the 
plant has been purposely kept down 
so that it would be entirely self-con- 


. tained and so that output would be 


good enough and small enough to in- 
sure a demand in excess of the supply. 
In 27 years of business the force has 
worked full time, with never a day 
of shutdown for lack of orders. 

To keep costs down and quality up, 
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the workers are paid annual salaries. 
No man on the payroll has drawn less 
than 55 weeks’ pay per year in. the 
past 12 years, although no overtime 
is paid. In addition to two weeks’ 
vacation with pay, one to three weeks’ 
wages are given each man as a bonus 
at vacation time; at Christmas another 
bonus is distributed. In 27 years only 
three have left the plant volun- 
tarily. 

The company has an unusual re- 
placement. schedule—any machine 
seven years old is slated for replace- 
ment. No machine is utilized to full 
capacity, and machines are thus in 
such excellent condition that, when 
they are sold, they average a return 


of 46 per cent of their original cost. 
The Haskins policy is to achieve 
maximum output, not by driving the. 


men but by providing them with. the 
most modern and productive equip- 
ment. As a result of that policy, the 
company’s workers have enjoyed year- 
round employment for over a quarter 
of a century; and though in that time 
the force has been increased only very 
gradually, production of goods has 


doubled and redoubled. The experi- 


ence of this concern is ample evidence 
that scientific methods and modern 
equipment are practical for a small 
factory. By Herman Goldberg. Fac- 
tory Management and 
June, 1938, p. 46:3. 


Labor Relations: Collective Bargaining, Employee a 


resentation, Arbitration 


What Depression Has Done 
to Unionism 


Depressions still are a powerful 
brake on the progress of unionism. 
Virtually every phase of the scene, 
from Coast to Coast, combines to re- 
veal that all is not well in 1938 in 
the House of Labor. 

Organization activity has slowed 
down almost to a standstill, except 
west of the Rockies, where Dave Beck 
and Harry Bridges are continuing their 
personal duel. Organizers have been 
dismissed by both A. F. of L. and CIO, 
and the expense accounts of those re- 
maining scrutinized most carefully. 
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Dues payments into union treasuries 
are showing an alarming shrinkage. 
Thousands of workers who have been 
laid off are unable to pay; others, 
clinging to their jobs on a part-time 
basis, have soured on the organizations 
that were helpless to keep them stead- 
ily employed at better wages, and have 
seized on this condition as an excuse 
for withdrawal.’ Though, naturally, 


. no official figures have béen issued 


from the respective headquarters of 
the warring A. F: of L. and CIO, it 
is probably safe to’say that a million 
industrial workers‘ who once carried 
union cards or had signed applications 
for them have ceaséd paying dues. 
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National Labor Relations Board 
elections have turned from whooping 
CIO or A. F. of L. majorities into 
deficits in favor of independent group- 
ings. 

Pennsylvania has joined Detroit, 
Seattle, Akron and Canton, Ohio, in 
exposing the fallacy of claims to ex- 
ceptional voting strength made by 
John L. Lewis. . 

And everywhere one senses a 
numbed attitude of disappointment on 
the part of hundreds of thousands of 
factory employees who had been as- 
‘suréd they could depend on mass 
unionism to protect their jobs against 
the inevitable ravages of the recession. 

The picture is not in any way pleas- 
ing to those who believe in collective 
bargaining, fairly and properly con- 
ducted. Unionism has suffered a ma- 


jor setback, and whether the forward 
march can be resumed after economic 
conditions improve is a question that 
cannot immediately be answered. By 
R. L. McCormick. Forbes, July 15, 
1938, p. 10:4. 


What’s Happening to 
Independent Unions? 


Just before the Wagner Act was 
passed, many observers predicted the 
demise of the independent union when 
the Act became effective. A glance at 
the record should induce even the die- 
hards to change their minds. 

Admittedly; in many cases, where 
there has been evidence of employer 
domination of, or interference with, 
-an independent union, the National La- 
-bor Relations Board has had no alter- 
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native but to disestablish such organi- 
zations. In other instances the wording 
of the Act has frequently caused the 
disestablishment of employee organi- 
zations whose sole fault has been the 
enthusiasm of a few employees which 


caused them to obtain mechanical as- 
sistance (use of company property, 
etc.) in the formation of the unions. 


Yet, despite these facts, a recent ques- 
tionnaire indicates that at least 700,- 
000 workers are bargaining with their 
employers through independent unions 
—and this figure is exclusive of the 


hundreds of independent unions which 


have sought, ebtained or are secking 
incorporation or registration under the 


laws of various states. 


A statistical analysis of 79 indepen- 
dent unions and readapted company 
unions as of July, 1937, which has 
been made by the National Labor Re- 
lations Board, discloses that only, 13 
were readapted company unions and 


66 were new. At this rate there would 


to be five new independents to 
every one that had been a company 


‘union. 


Independent unions have had _in- 


creasing success in Labor Board elec- 


tions. A study of the 240 elections in 
which independent unions participated 
during a 26-month period ending April 
1, 1938, shows that independents were 
victors in 125, or 52 per cent, of the 


elections. If we break these figures 


down, we discover even more interest- 


‘ing data. Thus, in the period from Feb- 


ruary 1, 1936, to September 30, 1937, 
independent unions won only 44.8 per 


‘cent of the elections in which they par- 


ticipated; in the last. quarter: of 1937 
267 
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the percentage jumped to 62.9; while 
during the first quarter of this year the 
— of victories climbed to 


ye the real strength of the in- 
dependent union movement is evi- 
denced not in the elections conducted 
by Federal and state labor boards but 
rather in the industries and plants 
where no elections have been held. In 
some cases, of course, no outside 
unions have appeared in a plant or 
area to challenge the position of the 
independent; but in many instances 
the independent unions are so firmly 
entrenched in the will of the employees 
that the outside unions do not dare to 
risk defeat in an election. By John J. 
Collins. Nation’s Business, August, 
1938, p. 19:6. 


Employee Elections Conducted by 
National Labor Relations Board 

The National Labor Relations Board 
conducted 966 elections from October, 
1935, when it first began to function, 
through December, 1937, to determine 
the majority choice of representatives 
for purposes of collective bargaining. 
-Almost 75 per cent of these elections 
were won by trade unions and approx- 
imately 11 per cent by company 
unions.” In the remaining elections 
all types of labor organizations ap- 
pearing on the ballot were defeated. 
This represents a substantial increase 
in workers’ votes for trade unions com- 
pared with similar elections held by 


“The term union” is here used 


previous boards which functioned dur- 
ing the NRA. 

The 74.8 per cent of the total elec- 
tions which were won by established 
trade unions were divided as follows: 
unions affiliated with the American 
Federation. of Labor; 26.3 per cent; 
affiliates of the Committee for Indus- 
trial Organization, 47.1 per cent. 
Workers in 1.4 per cent of the elec- 
tions chose to be represented by such 
standard independent or non-affiliated 
organizations as the Sailors’ Union of 
the Pacific. 

There was a marked increase in ihe 
number of elections held after the Su- 
preme Court sustained the constitution- 
ality of the National Labor Relations 
Act in April, 1937. Also, the propor- 
tion of the valid votes cast to eligible 
employees increased from 64 per cent 
to over 95 per cent. By Emily Marks 
and Mary Bartlett. Monthly Labor 
Review, July, 1938, p. 31:8. 


Union Flyers 

From the store executive’s stand- 
point, the most important type of 
union propaganda is that addressed to 
potential union members. Union hand- 
outs designed for this purpose act both 
as a testing device and as a weapon. A 
tentative handout is made, and if there 
‘is no response, the chances are that the 
‘union will not repeat its circularizing 
of the store; but if there are signs that 
employees are sympathetic, the union 
will go ahead with a drive. “8 

Propaganda as a weapon is brought 
into play only when the employer has 
‘shown himself vulnerable. If an em- 
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ployer finds that the union is appeal- 
ing to his employees only on general 
issues, he can relax; but if they are 
picking slight flaws in his personnel 
policies and procedures, he had better 
take heed. 

The handouts vary from simple 
union membership application cards to 
two-page bulletins concerned with 
events and grievances. They attempt 
to establish a close rapport with em- 
ployees by referring in a familiar man- 
ner to various store customs, executives 
and events, and contain a mixture of 


Personnel 


_ Syphilis in Industry 


_ The recent increase in interest re- 
garding syphilis will undoubtedly re- 
sult in discovery of a large number of 
syphilitic individuals in industry. 
Some firms are inclined to refuse 
employment to applicants who react 
positively to Wasserman tests, and in 
some cases even to discharge workers 
who are found to be infected. How- 
ever, use of the routine blood test as 
a standard for employment is an un- 
trustworthy yardstick. There is no 
sound evidence to indicate that the 
syphilitic worker (excluding those 
with cardiovascular and neuro-syph- 
ilis) is more likely to undergo ma- 
terial shortening of his life span, to 
suffer disability or sickness, or to be 
involved in. accidents, than any ether 
employee. Further, the type of syphilis 
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exhortation te join the union, com- 
plaints of store conditions, and store ~ 
and union news. Perhaps the most 
frequent type of handout is a one-page 
flyer, bearing an application for mem- 
bership. Union literature in the de 
partment store field gives no evidence 
of a concerted drive to unionize store 
employees on a national scale, but 
seems more like a response to unrest 
coming from within an individual store 
or community of stores. By Otho J. 
Hicks. Personnel Journal, June, 1938, 
p. 60:10. 


detected by the routine serological test 
is usually non-infectious. Adequate 
treatment would certainly tend to elim- 
inate any extra small risk which might 
be inherent in the syphilitic worker. 

The employer’s obligation to society — 
and to his employees is much better 
fulfilled if the infected person is con- 
tinued in his usual employment and 
this employment is made contingent 
upon immediate and prolonged treat- 
ment. If the employee is dismissed, he 
is lost from supervised control and 
may receive no treatment at all. Every 
effort should be made by the employer 
to keep his knowledge of syphilitic 
workers secret. 

Apparently no company requires 
reutine bleed tests for its executive 
force, despite the fact that an executive 
with delusional trends of paresis may 


readily wreck an organization. If 
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syphilitic individuals are ‘to: be dis- 
‘missed on pretext of danger to the 
company, the syphilitic executive 
‘should be ousted before the minor em- 
ployees whose responsibility is rela- 
tively unimportant. (Joseph Earle 
Moore, in West Virginia Medical Jour- 
mal.) Industrial Medicine, July, ae 
p. 467:1. 


Diet and Physical Efficiency 


The time of day at which food is 
taken by modern industrialized man is 
a matter which has been dictated by 
industrial expediency. Primitive man 
ate no “meals” at all—he ate when he 
had the urge. The formal meal for 
common men appears to have disap- 
peared following the fall of Rome, 
only to reemerge in Charlemagne’s 
‘time as a five- or six-meal-a-day regi- 
‘men. In England the five-meal-a-day 
plan has come down to the present 
time for the farm laborer, and pretty 
much the same scheme is followed on 
the Continent. 

Scientific tests show that an indi- 
vidual can work with efficiency for 
only about three hours after each meal. 
Thus if a man eats breakfast at 7 
o’clock and comes to work at 8 o’clock, 
his efficiency begins to ebb by 10 
o’clock. His midday meal is followed 
by a period of lethargy lasting one to 
one and one-half hours, because of the 
size of this meal. It is obvious that 
the three-meal-a-day regimen is unsat- 
isfactory for workers because it lowers 
their muscular efficiency (and inclina- 
tion to work). for a large part-of the 
working day. -On a five-meal-a-day 


regimen, however, the worker may be 
regarded as being in a state of reason- 
able muscular efficiency for seven 
hours out of the usual eight hours 
which he works. 

Many people are affected. by hyper- 
insulinism, which results in too quick 
burning of the sugar of the preceding 
meal. These are the persons who 
sneak out of the office for coffee or 
Coca-Cola (the lineal descendant of 
the Englishman’s afternoon tea). They 
are usually regarded as lead-swingers 
and are said to be lazy. Actually, 
they are primarily in need of facil- 
ities through which they may obtain 
a small meal without resorting to sub- 
terfuge. Late forenoon and late after- 
noon lassitude is due to lack of food, 
not fatigue. The situation can be met 
only by the provision of a mid-fore- 
noon and a mid-afternoon meal, which 
should consist largely of carbohy- 
drates. By Dr. C. C. Birchard. Pro- 
ceedings of the National Office Man- 
agement Association: 1938, p. 99:6. 


Plans for Rating Employees 


Information received from 94 com- 
panies, employing 618,127 persons, 
that have formal plans for the periodic 
rating of employees indicates that: | 

Forty-seven, or 50 per cent, have 
had formal rating plans for 10 years 
or less, although 11 companies have 
had rating experience for 20 years or 
more. 

Most companies make periodic ap- 
praisals of employees in the lower po- 
sition levels of wage earners: and 
clerical workers, but:over one-half of 
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the firms rate foremen and supervisors, 
and nearly one-third rate executives. 

Approximately 73.2 per cent of the 
total reported employment is period- 
ically appraised by management. Re- 
plies indicated that a larger percentage 
of employees are rated in the 45 non- 
manufacturing companies than in the 


49 companies in manufacturing indus- 
tries. 


In 73, or 71.1 per cent, of the com- 
panies, ratings are made once or twice 
annually, although new employees are 
frequently appraised at shorter inter- 


vals. Seventeen per.cent report that 


employees are rated more often. than 
twice a year. 

In 82, or 87.2 per cent, of the total 
companies, employees know that they 
are periodically appraised, and 63 
firms permit employees to challenge 
the ratings. 

Most of the 17 companies having 
labor agreements as well as many 
others without union contracts find 
that a rating plan is helpful in ad- 
justing grievances which arise when 
ability is considered as one factor of 
seniority. 

The practice of rating is a definite 


aid to management in promoting fair- _ 


ness and better understanding in re- 
gard to many of the decisions which 
affect the status and progress of em- 
ployees. 

Training supervisory groups to do a 
better job of rating has been an im- 
portant and nécessary part of the pro- 
gram in nearly 60 per cent of the 
companies. 


‘Studies’ in 


Personnel Policy, 


duguse, 1938 


tional Industrial ‘Conference Board, 
June, 1938. 40 pages. 


(Several significant tables are included in 
this publication, and the final 20 pages are 
devoted to reproductions of specimen rating 
sheets—Editor.) 


Making the Interview Count - 


Success as an executive is due as 
much to personality makeup as to 
technical ability, for, in order to lead, 
an executive must be able to enlist the 
cooperation of his subordinates. Ac- 
cordingly, in selecting men for super- 
visory and managerial positions, psy- 


‘chological measurements should be 


supplemented by interviews to evaluate 
the candidates’ personality. In con- 
ducting such interviews, five consider- 
ations must be kept in mind: 

1. .Don’t ask direct questions. It is 
futile to ask a man whether he has a 
balanced personality or is free from 


infantile traits, for in every case an 


affirmative answer will be given. 

2. Get the man to talk. Too many 
interviewers do too much talking them- 
selves. Though an applicant may not 
always tell the truth, if he talks enough 
he will usually reveal himself sooner 
or later. 

3. Put the applicant at ease. About 
85 per cent of those to be interviewed 
will talk freely in a friendly and some- 
what informal atmosphere. 

4. Take sufficient time for the i in- 
terview—at least half an hour. 

‘5. Keep personal bias out. The 
best way to minimize prejudices is by 
use of a standardized interview form, 
‘basing judgment, insofar as possible, 
‘on specific and: objective items and 
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factual questions to which answers are 
obtained in an apparently informal 

Usually the interview is opened by 
asking the candidate to tell about his 
previous work. From this point the 
interviewee usually determines the 
course of the conversation, though he 
should be kept from wandering afield. 
Properly directed, such an interview 
will frequently disclose inconsisten- 


cies, concealments,. undesirable traits, 
personality peculiarities or infantile 
characteristics. A record of jobs held 
only a short time may be illuminating. 
Reasons for leaving previous jobs may 
be especially enlightening, and in this 
regard transparent justifications and 
excuses will give the clearest proof of 
emotional inadequacy. By Robert N. 
McMurry. Factory Management and 
Maintenance, May, 1938, p. 62:5. 


Benefit Systems and Incentives: Pensions, Profit Sharing, 
Suggestions, Vacations, Stock Ownership 


10,000,000 Meals for Workers 


In mid-July the Westinghouse Elec- 
tric & Manufacturing Co. opened a 
new $100,000 cafeteria at its East 
Pittsburgh works, spotlighting employ- 
ers’ attention on workers’ cafeterias 
and lunchrooms. 

Today, according to a recent survey 
by the Metropolitan Life Insurance 
Company, there are approximately 
4800 lunchrooms in factories, mills, 
banks and commercial offices. While 
some of these have been operating 
only a short time, others have a back- 
ground of many years. 

Since 1893 Westinghouse has andl 
approximately 10,000,000 meals to em- 
ployees. And in contrast to coffee and 
cream served during the first days of 
the company’s cafeteria, today approx- 
imately 500 pounds of meat, 300 
pounds of vegetables, and 100 gallons 


of coffee, tea and milk are dispensed 
daily. 

The new cafeteria has 100 tables, 
with 30 chefs and waitresses’ to serve 
1200 employees in two shifts. And the 
room itself is soundproof, windowless 
and air-conditioned. Forbes, August 1, 
1938, p. 17:1. 


The Thrift Plan Comes of Age 


An employees’ thrift plan of wide 
flexibility and comprehensive security 
features is that of the Standard Oil 
Company of New Jersey. 

This plan, inaugurated in January, 
1936, has enabled employees to de- 

posit from 3to 13 percent of their cur- 
rent earnings. On the first 3 per cent 
the company has matched employee 
contributions dollar for. dollar. - It has 
added 50 cents on the dollar for. em- 
ployee deposits above the 3 per cent 
minimum. In addition, the. company 
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indicated that it might make supple- 
mental deposits into the fund from 
time to time; these thus far have to- 
taled $6,000,000. 

In the use of his sovensaleting cred- 


its the participating employee has a 


wide range of choice. A percentage 
equal to at least the amount of the 
company’s regular contributions must 
be allocated to the purchase of group 
annuities. Part of an employee’s cred- 
its over and above those for group an- 
nuities cannot be liquidated unless he 
leaves the company, retires or is dis- 
charged. Beyond that, the worker may 
withdraw a percentage of his savings 
yearly or may utilize his credit for the 
purchase of additional annuities, in- 
surance, and company stock, or for 
payment of dues in an approved mu- 
tual hospital or medical association. 
The Lamp, Standard Oil Company 
(New Jersey), April, 1938, p. 3:2. 


Geared Compensation 


Wage and salary policies today are 
so rigid that it has become impossible 
properly to adjust current outgo to 
current income. The need is for some 
system of compensation which will al- 
low wage and salary scales to vary in 
proportion to the volume of business. 

Several companies have adopted the 
following flexible pay plan as a means 
of increasing employee security and re- 
ducing industrial unrest: 

First put as many workers as pos- 
sible on a salary basis. Then, having 
estimated the lowest volume of busi- 
ness which may he expected in the 
year to come, and giving due consider- 
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ation to the requirements of an ade- 
quate standard of living, establish base 
salaries at a level which can be paid 
during poor times as well as good 
times, After this, build up a schedule 
of additional compensation, on a basis 
proportionate to additional earnings, 
varying the rate of additional compen- 
sation in accordance with the position 
and needs of various classifications of 
employees. 

Employees should be divided into at 
least three groups. Top executives 
should receive the largest rate of in- 
creased compensation out of additional 
earnings; junior officers and depart- 
ment heads, a smaller rate of addi- 
tional compensation; and other sala- 
ried employees, the smallest rate of 
extra compensation. 

After shareholders have received a 
fair profit, all additional earnings 
ebove the minimum should be distri- 
buted at the predetermined rates 
among the three groups. Increases in 
compensation may be given month by 
month in accordance with the volume 
of monthly earnings. In one company 
the bonus rates might be 10, 25, and 
75 per cent; in another concern the 
figures might be 25, 50 and 100 per 
cent. Actual working of the plan must 
depend upon conditions in the indi- 
vidual company. By G. T. Trundle, 
Jr. Steel, July 25, 1938, p. 32:3. 


To Help Workers Save 


Late in June twe companies reported 
new 
the future: 
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‘Telegraph Co., in addition to its sav- 


‘ings-bank plan for employees, has set — 


‘up a savings system to encourage work- 
rs to buy U. S. Government “Baby 
Bonds.” Under this arrangement em- 
ployees may authorize deductions from 
their weekly pay checks from 75 cents 
up. When savings accumulate to an 
amount sufficient to buy a bond—five 
denominations are offered, from $25 
to $1000—the company will make ar- 
rangements for the purchase. More 
than this, the company will not only 
act as the Government’s agent in dis- 
tributing the bonds but will also as- 
‘sume the handling of collections, book- 


keeping, and various incidental costs, 

2. The Long Island Produce and 
Fertilizer Co. has organized & new 
trust plan for all employees with two 
years of service. Under this plan the 
company will match employees’ contri. 
butions, dollar for dollar, to establish 
an individual trust fund for every em. 
ployee who contributes. A local bank 
will handle the funds and investments, 
and life insurance protection will be 
given to every contributor. To start 
the savings ball rolling, the company 
has announced salary increases for all 
office employees. Forbes, July 15, 
1938, p. 17:1. 


‘Training and Education: Schools, Libraries, Employee 


Publications 


Motion Economy for All 


International Business- Machines 
‘Corp., Endicott, N. Y., has extended its 
motion study discussion classes to 
nearly 600 machine operators and 
other shop employees. 

The material used in these discus- 
‘sions is essentially the same as that 
used in the foremen’s courses. Pri- 
marily this is a project course; the 
printed lesson material is used only 
for reference. The discussions are de- 
voted to illustrating the application of 
motion economy principles to specific 
jobs on which employees comprising 
the class work every day. 

The devices that have Aegis most 
effective in putting ~ this: program 
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across have been: (1) motion pictures 
which exemplify operations before and 
after application of motion study prin- 


ciples; (2) lantern slides illustrating 
typical work-space layouts and process 


charts; (3) process charts; and (4) 
individual projects. The films and 
slides serve as the basis for class dis- 
cussions. 

During the course the class analyzes, 
and develops process charts of, vari- 
ous operations, suggests and discusses 
improvements, then draws up charts 
of new methods—many of them very 
effective. Eventually each member of 


the class is asked ‘to make a process 
‘chart of some job he does in the shop; 
‘he is then requested to apply the prin- 


ciples of motion economy to*this job, 


The Management Review 


de 
m 
an 
je 
in 
he 
Ex 
di 
of 
or 
to! 
80 
By 
toi 
Ju 
: L 
B40 
ap 
we 
A 
cle 
pe 
ed 
tor 
pu 
als 
ist 
of 
thi 
ior 
lec 
fol 


costs, 
pe and 
a new 
th two 
lan the 
contri. 
tablish 
Ty em- 
bank 
tments, 
will be 
start 
mpany 
for all 
ly 15, 


work out an improved method, and 
develop a process chart of the new 
method. Motion pictures of “before” 
and “after” methods of the best pro- 
jects are then made and are included 
in discussion’ by the class. 

Classes are purely voluntary and are 
held outside regular working hours. 
Employees applying for the course are 
divided into groups of about 20, all 
of whom work in the same department 
or on related types of work. Instruc- 
tors are selected from the regular per- 
sonnel of the Standards Department. 
By B. C. Koch and P. A. Robert. Fac- 
tory Management and Maintenance, 
June, 1938, p. 56:4. 


Let’s Break the Silence Between 
Employer and Employee 


Since November, 1937, more than 
400 new company house organs have 
appeared on the scene; many of them 
were started after the first of this year. 
A great many schoolboy sheets were 
cleaned out by the depression: where- 
as in 1930 the number of employee 
periodicals produced by professional 
editors was 32 per cent of the total, 
today better than 73 per cent of plant 
publications are edited by profession- 
als. 

There should be nothing paternal- 
istic about the company house organ 
of 1938. Nor should it be a medium 
thrown together in hodge-podge fash- 
ion; careful editing and judicious se- 
lection of contents are necessary. The 
. § following list indicates effective distri- 


‘Bbution of editorial matter for an em- 


ployee magazine: 
August, 1938 


1.- Employees’ welfare (safety, 
group insurance, special events, credit 
union, buying opportunities, athletics, 
health; sécial) : 30-40 per cent. 

2. Personals (social, weddings, 
births, deaths, humor, personal real 
estate news, changes) : 20-30 per cent. 

3. Management policy (direct mes- 
sages, indirect messages, payroll 
policy, production news): 15-25 per 
cent. 

4. Production (suggestion system,. 
cost news, “men and machines,” views,. 
ideas): 15 per cent. 

5. Production (current and future: 
promotions, markets): 6 per cent. 

6. General (editorial and inspira-. 
tional): 4 per cent. 

By William P. Opdyke. Connecti-- 
cut Industry, August, 1938, p. 9:3. 


American Industry Reports 
Its Operations 


For several years business manage-- 
ment has been subjected to sustained’ 
and bitter attack; the impression has 
been conveyed that huge profits were: 
being made at the expense of decent 
wages and that it was necessary to- 
pass restrictive and punitive legisla- 
tion in order to hold the rapacity of 
the owners of business within fairly 
reasonable bounds. Today, business 
executives, sensing the necessity of 
taking their side of the story—the 
facts in the case—to the public and in: 
particular to their employees, are ac- 
tively seeking the clearest and most 
intelligible form in which to present 
information about the company’s op- 
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erations and progress to employees. 

One type of report to employees 
‘which attracted widespread attention 
early this year is a special analysis 
-of the preceding year’s operations of 
the company, comparable in general 
form to the usual report to stockhold- 
-ers; this report is simple and graphic 
rather than detailed and technical. 
The purpose has been to present in 

_ popular style an easily understood ac- 
count of the company’s affairs. Some 
-of these reports also treat of the his- 
tory and progress of the company, de- 
‘scribe its sources of materials and the 
markets for its products. _ 

A similar report of afl industrial 
concerns combined—a report of 
American industrial management to 
American stockholders and wage earn- 


ers—has been’: constructed by Dr. 
Robert F. Martin, Director of Eco- 
nomic Research of the National In- 
dustrial Conference Board, for each 
year from 1929 to 1935 inclusive, the 
latter being the latest year for which 
complete data are available. This re- 
port explains simply and clearly the 
distribution of American industrial in- 
come, proves that wages and salaries 
are paid before dividends, and shows 
a return to the owners of business of 
4.6 per cent of the total income: of 
industry—not an excessive amount, 
when part of that is drawn from capi- 
tal and when employees are receiving 
an amount nearly four times as great. 
By Harold F. Browne. Conference 
Board Service Letter, May 31, 1938, 
p. 33:4. 


Field Warehousing: Its Place 
in Distribution «© 


Field warehousing has proved an 
-effective means of accelerating inven- 
tory turnover and increasing the mar- 
of business earnings. | 

‘If you have the chance to take a 
large volume order for your regular 
product, don’t hesitate because of lim- 
‘ited working capital. If your order 
is from a responsible company, you 
can easily induce your banker to 
finance this extra large operation when 
he knows his advances will be pro- 
tected through the issuance of field 


‘276 


warehouse receipts. Under such cir 
cumstances the manufacturer with a 
good reputation finds that his banker 
shows no hesitancy in lending the 
funds necessary to buy raw materials. 

These supplies are delivered to 
your plant and are stored under se 
curity of a field warehouse receipt. 
Through execution of a lease agree- 
ment with a warehouseman it is possi- 
ble to establish a bona fide public 
warehouse on your property and to 
segregate: and properly secure the 
goods through the appointment of a 
bonded custodian. Thus all the ma- 
terials needed for this special volume 
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order have ‘been purchased ‘at’ ‘maxi- 
mum discounts and are on your own 
premises for immediate -use as re- 
leased. When ‘made up into -the fin- 
ished product, this marketable mer- 
chandise is secured in a seeond field 
warehouse until delivered against the 
buyer’s payment. Therefore, since the 
lender has protection before and after 
fabrication for the money he advances, 
your only cash requirement is enough 
to meet the cost of work in progress. 
Aside from the possibility of an un- 
usual volume order, you can profit- 
ably employ this practice in your regu- 
lar operations. Some of the immediate 
results will be seen in a smoother flow 
of materials; more even production 
schedules, and a higher percental re- 
turn on your working capital—all of 
which are well worth gaining. For 
progressive operators of established re- 
sponsibility, : field warehousing has 
proved to be practical and profitable. 
By Henry ‘Paulman. Advertising & 
Selling, August, 1938, p. 54:3. 


High Lights of Fair Trade Effects 


Fair trade contracts have become a 
dominating factor in the drug, liquor, 
book and tobacco industries; in the 
hardware field the reaction is favor- 
able; in the field of electrical appli- 
ances the problem of trade-in allow- 
ances is the big headache; in -the 
stationery and jewelry fields diversifi- 
cation of trade has been the main ob- 
stacle. 

A. distinetly positive influence in 
Price maintenaneé is the pressure ex- 
erted by a powerful group of inde- 
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pendent” retailers, which ‘has greatly 
influenced the maniufacturer’s price 
policy. *Chief results are convergence 
of prices of competitive products and 
increase of indirect pricé concessions, 
such as use -of ‘the large-size package, 
the one-cent combination sale, and the 
premium offer. Price quotations have 
been affected mainly in connection 
with fast-moving items, which had been 
used as loss leaders. Increased out- 
put of private brands to make good 
possible loss in the sales volume of 
nationally advertised brands was pre 
dicted, but this policy has not devel- 
oped to any considerable extent. 
Wholesalers have generally been 
benefited by the stabilization of retail 
prices, for they are indirectly accorded 
the protection directly provided for 
their independent retailer customers. 
They desire to use the fair trade laws 
as a means of encouraging distribution 
through the exclusive wholesaler-re 
tailer network. Independent retailers 
in almost all branches of business have 
endorsed the fair trade principle. A 
considerable majority give preferential 
treatment to price-stabilized brands. 
The chain stores have widely cooper- 
ated with retailers in price mainte- 
nance, though they are seeking to de- 
velop new price leaders through pump 
priming sales. Department stores and 
mail order houses have tried to ob- 
struct the progress of price mainte- 
nance by promoting their private 
brands, but the comparative quiet ‘on 
the department store front during these 
last months ‘bespeaks the failure rather 
than the success of their promotional 


campaigns. : 
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Nevertheless, various forces are 
working against price control. Notable 
among them are the increased mo- 
mentum of the repeal movement and 
the difficulties of enforcing the laws. 
Trade Regulation sain Summer, 
1938, p. 1:1. 


Form Chart for Picking 
Sales Winners 


How to pick winning salesmen—that 
is the eternal problem of sales mana- 
gers. In an attempt to solve this prob- 
lem, the Guardian Life Insurance Com- 
pany has evolved an unusually effec- 
tive personal rating chart which might 
be utilized to advantage in other types 
of business. 

In great detail the chart assigns 
points for age, education, marital sta- 
tus, previous experience, financial sta- 
tus, years of living in the community, 
and employment record. Twenty points 
is the highest possible total. There are 
penalty points for qualifications which 
the applicant may lack. The final 
score is found by subtracting the pen- 
alty-point total from the good-point 
total. 

With 20 points as the perfect score, 
16 points is the floor level below which 
applicants are considered undesirable. 
There is good reason for this floor 


level: In the records of actual sales 


results, 19-point men average 25 per 
cent below 20-pointers, 16-point men 
average 65 per cent below 20-pointers, 
and the entire group above the 16- 
point floor level. averages twice as 
much as all the men below it. 

Use of this chart has resulted in a 


substantial increase in sales. So effec- 
tive has it proved that the company 
gives men who have passed the chart, 
in selected agencies, the choice of high- 
er commission or salary and commis- 
sion—thus backing up its faith in the 
chart with cash. 

infallible but merely that it will show 
which applicants are least likely to 
succeed. By J. C. Slattery. Forbes, 
June 15, 1938, p. 35:1. 


Intelligence Differences in Re- 
action to Advertisements 


Although sex differences in reaction 
to advertisements have been studied to 
a fairly large extent, intelligence dif- 
ferences have not been investigated at 
all. The study reported here was con- 
ducted to determine whether individu- 
als of different grades of intelligence 
differ in their reactions to advertise- 
ments, and to discover what lines such 
intelligence differences follow. Forty- 
six children in the third term of high 
school, rated high, average, and low 
in intelligence, were asked to rate 48 
advertisements. 

All three groups preferred coke to 
non-color advertisements, but with in- 
crease in intelligence of the group 
judging, the difference between the 
average ratings given the two de 
creased. While advertisements with 
pictures of people were rated higher 
than those with pictures of objects, the 
more intelligent the group judging, the 
greater was the superiority of the ad- 
vertisements with pictures of people 
over those with pictures of objects. 
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Three humorous advertisements in- 
cluded in the study ‘evoked a more 
favorable response from the high than 
from the average, and from the aver- 
age than from the low, intelligence 
group. Advertisements which were 
largely pictorial were favored above 
the copy advertisements, but with in- 
crease in intelligence of the group judg- 
ing, they possessed a decreasing ad- 
vantage over the copy advertisements. 
The ratings on two advertisements dif- 
fering only in that one used a positive 
and the other a negative appeal re- 


Tomorrow’s Taxes 


What’s ahead in taxes? 


There is only one answer that can 
be given with a reasonable degree of 
certainty: Little relief can be expected 
from the Federal Government, which 
is still running a high deficit fever and 
demanding more money to slake it. 
Both the President and the Treasury 
have indicated that the entire tax struc- 
ture will be overhauled next year; 
both have also stated that they will 
insist on the return of a substantial 
undistributed profits tax. However, 
the fall elections will probably de- 
termine whether or not the tax will 
be reenacted, and in the meantime 
those corporations which desire to con- 
serve capital can omit the payment of 
dividends without incurring serious 
tax penalties... 
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vealed that the average group favored 
the positive appeal overwhelmingly, 
that the high group favored it a good 
deal, and that the low group ranked it 
the same as the negative appeal. 

It has been impossible to determine 
the statistical reliability of this data 
as yet, but definite information con- 
cerning preferences of different intel- 
ligence groups would be a step toward 
the immensely desirable economy of 
effort in advertising. By Naomi Schil- 
ler. The Journal of Applied Psy- 
chology, April, 1938, p. 169:6. 


As an indication of the trend of tax- 
ation, the Revenue Act of 1938 is of 
little significance. It does, however, 
emphasize the increasing advantage of 
partnerships over close corporations. 
In anticipation of an energetic prose- 
cution of the law, the one apparent 
tax factor favoring the successful close 
corporation—the opportunity to with- 
hold dividends when such dividends 
would be taxable to the individual 
stockholders at too high a surtax rate 
—has disappeared. In contrast to 
close corporations, partnerships now 
possess every tax advantage; thus in 
some cases closely held corporations 
may profitably consider the tax advan- 
tages of the partnership form of busi- 
ness—provided unlimited liability is 
not too strong a deterrent. 

To exemplify the penalties that are 
being imposed on close corporations, 
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let us assume that the X Company of 
Maryland (a relatively favorable state 
for corporations) earns $96,000 a 
year with a capital stock value of 
$400,000. Its three stockholders, A, 
B and C, each hold a one-third inter- 
est; each, as an officer, draws a salary 
of $20,000, and each receives annual 
dividends of $12,000. Under such cir- 
cumstances the total yearly taxes 
would be $21,149.50. On the other 
hand, if the organization were a part- 
nership earning $96,000 annually, 
with three partners, A, B and C, the 
total taxes would amount to $12, 
529.50, and the tax saving would be 
40.8 per cent. 

Clearly, if the present trend of cor- 
porate taxation continues, close corpor- 
ations are doomed. By J. Blake Lowe 
and John D. Wright. Barron’s, Au- 
gust 1, 1938, p. 3:1. 


Is It Possible to Reduce 
Fluctuations in Profits? 

The adoption of certain accounting 

practices, though they might represent 
a departure from accepted procedure, 
could do much toward reducing fluc- 
tuations in industrial profits. 
_ One such practice is the establish- 
ment of standard factory overhead 
rates based on the average of good and 
bad years combined. If these rates 
are used for all cost compilations in 
both good times and bad, the effect 
will be to show costs higher than 
actual in gond times and lower than 
actual during depressions. 

A further step might be to set aside 
as a reserve all the over-absorbed bur- 


den which would naturally accumulat 

in good times when standard burden 

rates are higher than necessary. This} 
reserve could be drawn on in poor 

years to take care of the unabsorbed 

burden which would be likely to result 

from using standard burden rates at : 

time when factory production was be 

low normal. 

In connection with inventory valua- 
tion it might be practicable to adopt 
a permanent pricing basis which in all 
probability would be substantially be. 
low cost in periods of prosperity. Some 
companies observed this practice dur. 
ing the War, continuing to use 1914 
prices in valuing their 1915 and sub- 
sequent inventories. In years of good 
profits, usually both prices and the 
quantities in stock increase, both of 
these factors resulting in large inven- 
tories which, incidentally, are often 
never liquidated at full value. If thesef} 
stocks were valued on a permanent low 
pricing basis, the effect would be a 
conservatively valued inventory and a 
reduction in. profits through pricing 
the increased goods on hand at less 
than cost. Conversely, the advantages 
of such a policy in periods of declining 
business are obvious. By R. B. Taylor. 
Business Management, July, 1938, p. 
14:2. 


An Analysis of Debt-paying Ability 


Various methods and ratios for meas- 
uring the current financial condition 
or debt-paying ability of a business 
have been developed and adopted by 
financial controllers, credit men and 
other statement analysts. None of the 
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measures thus far formulated, how- 
ever, gives an inclusive picture of the 


l probable immediate debt-paying ability 


of a concern. 

Without changing accepted book- 
keeping procedures or materially in- 
creasing the work required of the book- 
keeping staff, it is possible, by com- 
piling what may be termed “analytical 
working capital schedules,” to present 
with greater clarity and dependability 
the relationship of various factors af- 
fecting a company’s debt-paying ability. 
Such schedules, supporting the “cur- 
rent” section of the balance sheet and 
prepared at frequent intervals, should 
prove a boon to controllers and grant- 
ors of short-time credit. 


In preparing analytical working cap- 
ital schedules, current liabilities are 


classified according to those which be- 


come due within 30, 60, or 90 days, 
If 


and those over 90 days. Each current 


INSURANCE 


Insurance abstracts are contributed 


asset is then broken down on this 30, 
60, and 90-day basis according to the 
time when it will probably represent a 
realization of cash. This breakdown is 
based upon the company’s past experi- 
ence, taking into consideration current 
sales volume and especially collection 
experience. In other words, the break- 
down is designed to care for both 
cyclical and seasonal variations. 

When the various asset items are 
summarized and shown with the liabil- 
ities, it is possible to determine if on 
the date of the balance sheet a proper 
time as well as amount relationship 
exists between the assets and liabilities, 
and as a consequence to check the 
probable debt-paying ability of the 
concern. By Frederick W. Woodbridge. 
Southern California Business Review, 
Summer, 1938, p. 1:8. 

(Typical “analytical working capital 


schedules” are roduced and interpreted 
in this article—Editor.) 


by P. D. Betterley, 


Insurance Consultant, Graton & Knight Company. 


Apportionment of Loss in 
Fire Insurance 


Professor Ralph H. Blanchard makes 
an excellent presentation of problem 
cases showing convincingly the need 
for concurrency in insurance contracts. 

Contracts which are precisely alike 
in their terms and in the description 
of the property (though they may dif- 
fer in amount of insurance) are said 
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to be concurrent. Where contracts are 
non-concurrent in the description of 
the property, but otherwise concurrent, 
and where the collectible loss is not re- 
duced by the application of coinsur- 
ance, reduced-rate-contribution or av- 
erage clauses, the problem is equitably 
to divide the insurance covering the 
variously described property. 

_If, for any reason, an insurer will 
not, or cannot, pay, the insured will be 
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concerned to obtain the adoption of a 
tule which will reduce that insurer’s 
share of the loss to a minimum. A 
wide variety of rules has been ad- 
vanced and used in cases of this sort, 
but none of them is either demonstra- 
bly sound in theory or universally ap- 
plicable in practice. 

Careful checking of policies for con- 
currency both as to description of 
property and as to terms has done 
much to eliminate the cause of appor- 
tionment problems, but there will al- 
ways be troublesome cases, particu- 
larly where insurance on the same 
property is written at different times. 
This difficulty is often avoided abroad 
by the preparation of a single contract 
which the various insurers subscribe. 
Journal of American Insurance, May, 
1938, p. 11:4. 


Strike Injuries Lead to Big Claims 


Suits aggregating $560,000 for in- 
juries sustained in the Decoration Day 
strike riots in Chicago in 1937 have 
prompted insurance men to consider 
whether such claims would be covered 
under a manufacturers’ public liabil- 
ity policy. Coverage would evidently 
depend on the language of each policy. 

One of the first questions is whether 
the striker is an employee or not. 
Many manufacturers’ liability policies 
exclude coverage on claims by em- 
ployees, whether a strike skirmish per- 
tains to or grows out of the operations 
of the employer. Some policies closely 
limit the injury to the insured loca- 
tion described. 

The very ground for such claims 


-hence takes the case out from under 


precludes the idea of accident and 


some liability policies. ‘To close 
gap in the coverage, a so-called “as. o 
sault rider” has been devised. de 
The article presents comparative in 
wordings of the liability policies of 
10 different underwriting companies, " 
It should be very instructive and help. f« 
ful to readers to compare their own b 
insurance coverage with the features ,. 
which are analyzed in this study. The | 
Casualty Insuror, June, 1938, p. 4:2. “ 
66 
May Waive Excess Charges t 


on Compensation 


Rates and rules which permit an as- 
sured, for additional premium, to ob- 
tain waiver of all or part of the retro- 
spective premiums in excess of the 
standard premium on workmen’s com- 
pensation insurance have been adopted 
by the Compensation Insurance Rating 
Board of New York. 

By insuring possible debits under 
the retrospective rating plan through 
this method, the assured does not de- 
prive himself of possible credits. The 
rules provide that the waiver agree- 
ment shall be negotiated prior to the 
effective date of the retrospective con- 
tract. Journal of Commerce, New York, 
May 19, 1938, p. 8:1. | 


Change in Risk Voids Policy 


A recent insurance lawsuit involving 
a robbery policy presents an unusual 
situation which will interest those con- 
cerned with this form of coverage. 
The particular decision, which upheld 


The Management Review 


i 

= 

y 

| 

‘ 


ihe defendant company, was handed 
down by the United States Circuit 
Court of Appeals, Fifth Circuit, in the 
case of Daiches vs. United States Fi- 
delity & Guaranty Company, reported 
in 93 Federal Reporter (2nd) 149. 
The policy in this case covered 
against loss by robbery occurring 
“within the premises during the hours 
beginning 7 o’clock a. m. and ending 
12 o’clock p. m., while the custodian 
and at least one other employee of the 
assured are on duty therein.” A 
“Change of Risk” clause provided 
that “if the assured is unable, because 
of an unforeseen contingency beyond 


his control,” to do and perform any 
of the things required by the declara- 
tions, thereby increasing the risk, the 
insurance should not be forfeited, but 
the amount of coverage should be re- 
duced to the amount which the pre- 
mium actually paid under the policy 
would have purchased for the actual 
tisk under which the loss was sus- 
tained. 

The carrier, in denying liability 
under its policy, had contended that 
the loss occurred while only one em- 
ployee was on the premises and hence 
that no liability existed. The Specta- 
tor, June 2, 1938, p. 20:2. 


Survey of Books for Executives 


Industrial Price Policies and Eco- 
nomic Progress. By Edwin G. 
Nourse and Horace B. Drury. The 
Brookings Institution, Washington, 
D. C., 1938. 314 pages. $2.50. 


The message of this book is the 
Filene-Ford doctrine of mass produc- 
tion, mass distribution, technical im- 
provement, reduced prices, and ade- 
quate purchasing power. Manufac- 
turers should ever seek to produce in 
large quantity to reduce unit cost, 
make it possible to price goods so low 
that many people can buy, keep fac- 
tories busy, maintain employment, and 
incidentally assure a reasonable profit 
return. 
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The authors put the problem square- 
ly up to the business man. It is his to 
solve. They advocate no facile solu- 
tion, no panacea, no simple scheme, no 
slight modification which would cure 
everything. The business man must as- 
sume a dynamic approach to prices. 
His decisions must not be too closely 
geared to back-looking cost accounting 
techniques, to statistical facts repre- 
senting what has happened rather than 
the possibilities of the future, to rules 
of thumb. He must be courageous and 
look into more than the immediate fu- 
ture. He is responsible for keeping his 
factory going and should price his 
goods low enough to enable him to 


keep up employment. 


ent 
n under 
lose this 
led ag. 
parative 
icies of ; 
npanies, 
nd help. 
eir own | 
features 
ly. The 

p. 4:2. 
ges 
it an as- 
1, to ob- 
ne retro- | 
| 
n’s com: 
adopted 
e Rating 
under 

through 

not de- | 
its. The 
r agree. 
r to the | 
‘ive con- 
York, 
olicy 
nvolving | 
unusual 
ose 
overage. 
283 


The junior author may have profited 
by long experience in pricing under 
the NRA. At least the authors avoid 
many of the delusions with which our 
age is cursed. They do not preach that 
competitive capitalism has been 
brought to a close, but they realize 
that pricing is not the simple thing 
sometimes described in economic text- 
books and that there are market con- 
siderations other than price. 

They think that banker control is 
over-conservative and that Ford had to 
avoid it to make his contribution. 
Trade associations, they believe, tend to 
retard the pace of the progressive or- 
ganization. Limitation of the size of 
an enterprise may make it impossible 
to perform functions not only for tech- 
nical but also for economic reasons. 

The volume is a natural outgrowth 
of The Brookings Institution Falk 
Foundation Series. Some of the pre- 
ceding volumes were quantitative in out- 
look, but this one is largely qualita- 
tive. The result is a realistic analysis 
of price problems as they confront the 
business man, but the method used is 
open to the criticism of generalization 
from a few cases. 

The authors state explicitly that they 
are concerned with long-run influences 
only and are avoiding prosperity prob- 
lems. In this the reviewer believes that 
they are in grave error. Unbalance is 
essentially a short-run problem. Many 
of the situatione they picture arise 

from the over-optimism of prosper- 
ity. Their doctrine as a cure for 
over-optimism appears to be avoidance 
of over-optimism. Nevertheless, there 

is much more need for price-cutting 
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than many are willing to admit. Very 
often. prices are fruitlessly pegged up 
in depression. 

Too much faith is put in the efficacy 
of driving down prices as a method of 
keeping factories going at full steam. 
Durable goods are most in need of 
stimulation in depression, and it has 
not been proved that price declines 
will bring it in an autonomous fashion. 
Understanding the laws of economic 
growth involves more than knowing 
what price cuts might do. On the 
other hand, we have not fully exploited 
the possibilities of cutting prices. 

Reviewed by Elmer C. Bratt, Lehigh 
University. 


Incentive Taxation: A Key to 
Security. By C. William Hazelett. 
E. P. Dutton & Co., Inc., New York, 
1936. 195 pages. $1.00. 


As a unique contribution to ¢eco- 
nomic thought designed to provoke 
active discussion and debate, “Incen- 
tive Taxation” has distinct merit. As 
a possible cure for the economic ills 
that beset us, however, Mr. Hazelett’s 
ingenious theory is inadequately and 
unconvincingly presented. An obvious 
weakness in the tax philosophy ex- 
pounded in this small book is the fact 
that the reader, at the outset, is obliged 
to accept as indisputable the author’s 
premise that economic depressions re- 
sult primarily from strikes on the part 
of Capital or Labor, or both. If this 
assumption is accepted as truly 
founded and not an over-simplification 
of a vastly complex problem, then the 
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proposed solution is one that is worthy 
of the consideration of every taxpayer. 
On the other hand, can the serious 
student unquestioningly accept such a 
premise as a basic truth? I think not, 
for to delve into the study of the 
economic causes of depressions is to 
become convinced that they are not so 
easily isolated or so readily defined; 
the ramifications of our economic 
structure are far-reaching, intricate, 
and delicately balanced to the point 
of capriciousness—and so deep-rooted 
as to defy analysis even by the most 
brilliant contemporary economists. 

According to the author, economic 
stability and security are dependent 
upon continuous production and em- 
ployment; production on the part of 
Capital must be prompted through “in- 
centive taxation,” by decreasing the 
tax rate as production increases and 
increasing the tax rate as production 
decreases. Capital should be rewarded 
for increased use, irrespective of earn- 
ings, and conversely, penalized for its 
inactivity—exactly the reverse of in- 
come taxes as now levied on business. 

Assuming that such a method of tax- 
ation could be put into effect success- 
fully to prevent strikes on the part of 
Capital, the author, to be consistent in 
his argument, might well have pre- 
scribed similar treatment for the 
worker. Why should not the worker 
pay a direct tax on normal activity, 
and be rewarded for increased produc- 
tion and penalized progressively for 
inactivity? The treatment of Labor 
should be identical in principle to that 
of Capital. 

Surely no student who believes in 
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the enterprise system can find fault 
with the aims of incentive taxation. 
But many will, I believe, vigorously 
oppose the deliberate use of the taxing 
power for the purpose of economic 
regulation and control. The author 
frankly admits that he advocates vest- 
ing in the Revenue Department of the 
Government the power to accomplish, 
through taxation, the desired economic 
objectives—a tax doctrine invariably 
regarded with suspicion and strongly 
opposed by conservative tax experts, 
who believe that the power to tax 
should and must be confined solely te 
the raising of revenue required for the 
legitimate cost of government. 

In simple concise terms this book 
outlines many of our present-day eco- 
nomic difficulties and their causes, and 
for this reason alone it can be recom- 
mended to anyone interested in a brief 
but telling resume of contemporary 
economic problems. 

In addition to the obvious shortcom- 
ings of such a system of taxation, its 
practicability is questionable. The 
author states that incentive taxation 
will not function successfully unless 
applied to all classes of taxpayers in 
all localities at the same time. Just 
how this revolutionary change from 
our present system (which admittedly 
is in need of drastic change!) would 
be effected, is not disclosed. Indeed, 
it is rather evident that the author 
himself realizes the inadequacies in- 
herent in his own proposals, as he 
mentions that an exception would have 
to be made where industrial inactivity 
results from causes “beyond the own- 
er’s control.” No explanation is of- 
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fered as to what procedure would be 
adopted by tax administrators to de- 
termine whether or not a taxpayer’s 
failure to produce was due to causes 
beyond his control. 

One concludes, not without regret, 
that the earnest efforts of the author 
are not likely to result in the sorely 
needed reform of our present tax struc- 
ture with its multitudinous duplica- 
tions, insidious complexities and 
proved uneconomic consequences. 
However, as a stimulus to further 
study and research and bold, liberal 
thought, this interesting treatise serves, 
quite admirably, a definite and worthy 
purpose. 

Reviewed by J. W. Oliver, Secretary, 
The Linen Thread Company, Inc. 


Modern Money. By Myra Curtis and 
Hugh Townshend. Harcourt, Brace 
and Company, New York, 1938. 291 
pages. $2.50. 


Books on the subject of money have 
not been lacking in recent years. There 
have been volumes of a technical na- 
ture, studies which examined its special 
phases, and a number which were de- 
voted to the very large topic of infla- 
tion. The present volume is addressed 
to the general reader who wants to 
know how the action of money mar- 
kets and the banks affects his bread- 
and-butter existence. 

The authors are two well-known eco- 
nomists who write in the hard-headed 
style of the financial page. Much of 
the discussion has to do with British 


and European monetary systems but 


sufficient attention is given to Ameri. 
can problems to allow intelligent per. 
usal by the general reader in the 
United States. 


Salary Directory of the Princi- 
American Executives: 1937. 
938. Universal Syndicate, New 


York, 1938. 146 pages. $15.00 
(including supplements) . 


This is the initial volume of a year- 


book which is intended to provide a 
compensation record of outstanding 
executives in the United States. It 
covers the fields of commerce, indus- 
try, banking, insurance, amusements, 
railroads, and utilities, and lists sala- 
ries for the interval from mid-1936 
to mid-1937, 

The first section of the book gives 
names of companies in alphabetical 
order, addresses, number of subsidi- 
aries, nature of business, and names of 
officials with designations of their posi- 
tions and annual salaries. Following 
this is a supplement which provides 
similar information for additional 
companies and includes home ad- 
dresses of officers. The third section 
covers individual ratings (revised to 
January 31, 1938) of persons receiv- 
ing aggregate compensation or income 
from various companies or sources. 
Concluding the book is an index of all 
those listed in the preceding sections. 

The section devoted to individual 
ratings is replete with interesting 
figures. Topping the list are John D. 
Rockefeller, Jr. ($4,200,000), J. P. 
Morgan ($3,750,000), Henry Ford 
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($3,700,000) and E. S. Harkness ($3,- 
625,000). Seventy-one individuals 
have yearly incomes of a million dol- 
lars or more. Among the women with 
incomes in the seven-figure group are 
Mrs. Andrew Carnegie, Mrs. Matthew 


Astor Wilks and Eleanor M. Patter- . 


son (publisher of The Washington 
Herald). First among the cinema 
lights is Gary Cooper ($370,000), nos- 
ing out Colbert and Garbo. Clark 
Gable is inexplicably omitted. Bing 
Crosby rates $319,000; Walter Win- 
chell, $60,000; Al Smith, $45,000. 


The publishers declare that the direc- 
tory “embraces the names of all per- 
sonages prominently associated with 
larger organizations of the nation.” 
However, the volume lists only 1000 
corporations and 10,000 individuals, 
with salaries or incomes ranging from 
$3000 to several millions, while Trea- 
sury statistics indicate that more than 
500,000 persons receive annual in- 
comes of over $5000. 

But despite its obvious Sites 
the book: is. an interesting innovation 


in the field of manual publications. 


Briefer Book Notes _ 


* 


ECONOMIC CONSEO CES OF RECENT. AMERICAN. TAX POLICY. By 
Gerhard Colm and Fritz New School for Social Research, New York, 1938. 
ages. $1.00. Both economic and social consequences of contemporary Féderal tax 


ation are here subjected to a careful, objective and _impartial 
rs authors suggest several alternatives of policy to 


prevailing under the existing system of taxation. 


In conclusion 
economic tendencies 


RESOURCES AND DEBTS OF THE FORTY-EIGHT oe, 1937, By Edna 


Trull. 


Dun & Bradstreet, Inc., New York, 1937. 110 pages. $2.00 


A study on public 


credit and public borrowing in relation to resources for payment. The book is liberally 


policies. 


ECONOMIC BRIEF IN SUPPORT OF NEW YORK STATE UNEMPLOYMENT. 


INSURANCE LAW. Division of Placement and Unemployment Insur 


State of New. 
ance, State ew. 


York Department of Labor, Albany, 1937. Second edition. 356 pages. © $1.00. 
important documents have been added to this brief which was submitted to the’ Supreme 


in 1936 in defense of the New York State Unemployment 


y Gaius Glenn Atkins. Harper & Brothers;: New. York, 

and forceful manner Mr. Atkins presents “a 
in making: existence worthwhile. . 


RESOURCES FOR 
1938. 254 pages. $2.50. 


plain man’s philosophy” for 7S a satisfyi 
love and religion are examined to discover 


Insurance Law. 


The author displays a keen appreciation of Pasi cand 


PUBLIC UTILITY SS 
Roland B. Eutsler. McGraw-Hill Book 


This volume analyzes the nature, extent and 
historical devel 


United States. It et with the 
the control of 


the state public utility commission, and the expandi 
public industries. A critical 
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‘* MODERN SALESMANSHIP. By J. George Frederick. Garden City Publishing Co., 

Ine., Garden: City, New York, 1937. Revised edition. 347 pages. $1.00. Personal quali- 

ties important to salesmen are listed, modern salesmanship defined, the art of prospect 

study and' demonstration methods and strategy in sales argument developed, and the pro- 

on of American salesmanship reviewed. The book also contains “The Perfect Salesman 
est,” a tested list of 50 questions to determine the worth of a salesman. 


- EFFECTIVE SPEAKING. By Arthur Edward Phillips. The Newton Company, Chi- 
cago, 1938. Revised edition. 384 pages. $2.00. The principles of effectiveness in speech 
are set forth clearly in this volume, and a practical method of classroom instruction is 
provided, A complete set of exercises and questions is included. 


_TAX RELATIONS AMONG GOVERNMENTAL UNITS. By Roy Blough et al. Tax 
Policy League, Inc., New York, 1938. 226 pages. $2.75. A valuable approach to a rela- 
tively neglected and increasingly critical phase of public finance. The authors consider 
a tax relations, interstate tax relations, federal and state aid, and state control 
nance. 


_NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS: 
PROCEEDINGS OF FORTY-EIGHTH ANNUAL CONVENTION. State Law Reporting 
Company, New. York,-1937. 541° pages: $6.00. The report contains papers on a revised 
uniform system of accounts for gas and electric companies, the desirability of uniformity 
in state and federal requirements in insurance and safety regulations for motor carriers, 
and fixing of rates for electric service on a cost basis. 


EMPLOYERS AND THEIR GREATEST ASSET. By Karl M. Wehinger. Francis 
Emory Fitch, ype Demyan New York, 1937. 191 pages. $2.50. In an elementary fashion 
Mr. Wehinger analyzes employer-employee relationships and: points the way to “Industrial 
Utopia” through observance of the Golden Rule. ' 


ACCOUNTING. By Howell A, Inghram. American Institute of Banking, New York, 
1937. 499 pages. $4.50. The principles and problems of accountancy are presented from 
the point of view of the internal management of a business unit. The text and problem 
thaterial for this, book have been carefully selected, organized and artanged. 


CANADIAN . TRADE INDEX: 1938. Canadian Manufacturers’ -Association, Ince., 
Toronte, 1938, 842. pages. $6.00: ‘An authoritative directory of the products manufactured 
in Canada with the names of the firms making them. All Canadian manufacturers having 
more than local distribution for their products. are listed. 


FUNDAMENTALS OF RETAILING. By R. G. Walters and Edward J. Rowse. South- 
Western Publishing Co., Cincinnati, 1938. Second edition, revised. 437 pages. $1.60. 
Intended for use: in retail-training courses in omen | schools and special courses in de- 
partment stores.. A series of questions and projects follows each chapter. 


COST ACCOUNTING: PRINCIPLES AND METHODS. By Charles Reitell; revised 
by C. E. Johnston., International Textbook Company, Scranton, Pa., 1937. Second edition. 
425 pages. $3.50. In preparing this revised edition of “Cost Accounting: Principles and 
Methods,” the main. purpese of the authors was to show that costing for distribution 
is as essential a part of-cost accounting as manufacturing costs. Several chapters on this 

hase of accounting have been included in the revision, and numerous other chapters have 
rewritten. ; 


’* CORPORATION FINANCE. By Kenneth Field. The Ronald Press Company, New 
York, 1938. 529 pages. $4.00. Dr. Field’s textbook on corporate financial structures and 
policies covers the field in a comprehensive and thorough treatment. In the more complex 
sections, illustrative material is amply provided. 


DIFFERENTIALS IN INDUSTRIAL WAGES AND HOURS IN THE UNITED 
STATES. . By M. Ada Beney. National Industrial Conference Board, Inc., New York, 
1938. 203 pages: $3.50. This study has a timely bearing on many questions of public 
policy and. private business management relating to governmental regulation of wages and 
working hours, geographical distribution of the working population and industrial enter- 
prises, determination of the railroad rate structure, and various other current economi¢ 


problems. .. 
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